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$5,000. SBA, in its discretion, may de-
termine a minimum dollar amount for
draws against SBA’s Leverage commit-
ments. Any such minimum amounts
will be published in Notices in the FED-
ERAL REGISTER from time to time.

(c) Effect of regulatory violations on Li-
censee’s eligibility for draws—(1) General
rule. You are eligible to make a draw
against SBA’s Leverage commitment
only if you are in compliance with all
applicable provisions of the Act and
SBA regulations (i.e., no unresolved
statutory or regulatory violations).

(2) Exception to general rule. If you are
not in compliance, you may still be eli-
gible for draws if:

(i) SBA determines that your out-
standing violations are of non-sub-
stantive provisions of the Act or regu-
lations and that you have not repeat-
edly violated any non-substantive pro-
visions; or

(ii) You have agreed with SBA on a
course of action to resolve your viola-
tions and such agreement does not pre-
vent you from issuing Leverage.

(d) Procedures for funding draws. You
may request a draw at any time during
the term of the commitment. With
each request, submit the following doc-
umentation:

(1) If your request is submitted with-
in 30 days following the close of your
fiscal quarter, a Financial Statement
on SBA Form 468 (Short Form) pre-
pared as of the close of that fiscal quar-
ter; otherwise, a statement certifying
that there has been no material ad-
verse change in your financial condi-
tion since your last filing of SBA Form
468 (Long or Short Form).

(2) A statement certifying that to the
best of your knowledge and belief, you
are in compliance with all provisions of
the Act and SBA regulations (i.e., no
unresolved regulatory or statutory vio-
lations), or a statement listing any
specific violations you are aware of. Ei-
ther statement must be executed by
one of the following:

(i) An officer of the Licensee;
(ii) An officer of a corporate general

partner of the Licensee; or
(iii) An individual who is authorized

to act as or for a general partner of the
Licensee.

(3) A statement that the proceeds are
needed to fund one or more particular

Small Businesses. If required by SBA,
the statement must include the name
and address of each Small Business,
and the amount and anticipated clos-
ing date of each proposed Financing.

(e) Reporting requirements after draw-
ing funds. (1) Within 30 calendar days
after the actual closing date of each Fi-
nancing funded with the proceeds of
your draw, you must file an SBA Form
1031 confirming the closing of the
transaction.

(2) If SBA required you to provide in-
formation concerning a specific
planned Financing under paragraph
(d)(3) of this section, and such Financ-
ing has not closed within 60 calendar
days after the anticipated closing date,
you must give SBA a written expla-
nation of the failure to close.

(3) If you do not comply with this
paragraph (e), you will not be eligible
for additional draws. SBA may also de-
termine that you are not in compliance
with the terms of your Leverage under
§§ 107.1810 or 107.1820.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5868, Feb. 5, 1998]

§ 107.1240 Funding of Licensee’s draw
request through sale to short-term
investor.

(a) Licensee’s authorization of SBA to
arrange sale of securities to short-term in-
vestor. By submitting a request for a
draw of Debenture or Participating Se-
curity Leverage, you authorize SBA, or
any agent or trustee SBA designates,
to enter into any agreements (and to
bind you to such agreements) nec-
essary to accomplish:

(1) The sale of your Debenture or
Participating Security to a short-term
investor at a rate that may be different
from the Trust Certificate Rate which
will be established at the time of the
pooling of your security;

(2) The purchase of your security
from the short-term investor, either by
you or on your behalf; and

(3) The pooling of your security with
other securities with the same matu-
rity date.

(b) Sale of Debentures to a short-term
investor. If SBA sells your Debenture to
a short-term investor:

(1) The sale price will be the face
amount.
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(2) At the next scheduled date for the
sale of Debenture Trust Certificates,
whether or not the sale actually oc-
curs, you must pay interest to the
short-term investor for the short-term
period. If the actual sale of Trust Cer-
tificates takes place after the sched-
uled date, you must pay the short-term
investor interest from the scheduled
sale date to the actual sale date. This
additional interest is due on the actual
sale date.

(3) Failure to pay the interest con-
stitutes noncompliance with the terms
of your Leverage (see § 107.1810).

(c) Sale of Participating Securities to a
short-term investor. If SBA sells your
Participating Security to a short-term
investor, the sale price will be the face
amount.

(d) Licensee’s right to repurchase its
Debentures before pooling. You may re-
purchase your Debentures from the
short-term investor before they are
pooled. To do so, you must:

(1) Give SBA written notice at least
10 days before the cut-off date for the
pool in which your Debenture is to be
included; and

(2) Pay the face amount of the Deben-
ture, plus interest, to the short-term
investor.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5868, Feb. 5, 1998]

PREFERRED SECURITIES LEVERAGE—
SECTION 301(D) LICENSEES

§ 107.1400 Dividends or partnership
distributions on 4 percent Pre-
ferred Securities.

If you issued Preferred Securities to
SBA on or after November 21, 1989, you
must pay SBA a dividend or partner-
ship distribution of 4 percent per year,
from the date you issued Preferred Se-
curities to the date you repay them,
both inclusive. The dividend or part-
nership distribution is:

(a) Computed on the par value of the
outstanding stock or the face value of
the outstanding limited partnership in-
terest.

(b) Cumulative. This means that if
you do not pay the entire dividend or
partnership distribution for a given fis-
cal year, the unpaid balance accumu-
lates as a distribution in arrears. You

do not have to pay interest on distribu-
tions in arrears.

(c) Preferred. This means that you
must pay SBA in full (including dis-
tributions in arrears) before setting
aside or paying any amount to any
other equity holder.

(d) Payable at the discretion of your
Board of Directors or General Part-
ner(s), except that all distributions in
arrears must be paid in full when you
redeem the Preferred Securities.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5869, Feb. 5, 1998]

§ 107.1410 Requirement to redeem 4
percent Preferred Securities.

You must redeem 4 percent Preferred
Securities not later than 15 years from
the date of issuance. At the redemption
date, you must pay to SBA:

(a) The par value (of preferred stock)
or face value (of a preferred limited
partnership interest); plus

(b) Any unpaid dividends or partner-
ship distributions accrued to the re-
demption date.

§ 107.1420 Articles requirements for 4
percent Preferred Securities.

If you have outstanding 4 percent
Preferred Securities, your Articles
must contain all the provisions in
§§ 107.1400 and 107.1410.

[63 FR 5869, Feb. 5, 1998]

§ 107.1430 Redeeming 4 percent Pre-
ferred Securities with proceeds of
non-subsidized Debentures.

If SBA approves, a Section 301(d) Li-
censee may use the proceeds of a De-
benture to redeem Preferred Securities
at their mandatory redemption date,
including any accrued unpaid dividends
or partnership distributions.

[61 FR 3189, Jan. 31, 1996, as amended at 63
FR 5869, Feb. 5, 1998]

§ 107.1440 Three percent preferred
stock issued before November 21,
1989.

Before November 21, 1989, Preferred
Securities were available only in the
form of preferred stock and had a pre-
ferred and cumulative dividend of 3
percent. If you have such preferred
stock outstanding, you must follow
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